Orica has achieved success by pursuing growth and productivity built around a strong culture of key principles. We know this success is dependent upon effective and positive relationship with our employees, customers, shareholders and the communities within which we operate. One of our key principles is to value people and the environment and ensure that we cause no injuries to anyone, ever. Our continued growth will be dependent upon meeting that commitment -in essence, a commitment to sustainability.
The concept of sustainability has challenged companies, governments and organisations -including Orica -in Australia and overseas for decades. Believing in a commitment to sustainability is a mere first step -taking action to embed that commitment into our decision making and business planning is he real test. At Orica, we have the added challenge of operating in more than 50 countries across a diverse range of businesses but every person at Orica is entrusted to meet the test we have set ourselves. Orica's aim is to be the world's best in Safety, Health and Environmental (SH&E) performance consistent with our commitment to Deliver The Promise in everything we do.
The drive towards sustainability encompasses an uncompromising commitment to safety captured in our vision of: No Injuries to Anyone Ever. While there have been successes in many areas, there have also been times when we have fallen short of our ultimate goal. Our All Worker Recordable Case Rate (the standard international measure) has been improving and compares very favourably amongst our peers. However, we continue to have workplace incidents and, even more distressing, fatalities. This year, we lost a colleague in a workplace incident in Chile. In Mexico, Orica product being carried by a third-party contractor on a public highway was involved in an explosion and 28 people were killed. We are providing every assistance to the authorities in their investigation to apply any learnings that could make transportation of our product safer throughout the world. Our sympathies go to the families and colleagues of people affected by these tragic incidents.
Orica has made considerable progress in all aspects of SH&E since the inception of the Challenge Program in 1990. This program involves setting five year targets in SH&E aimed at ultimately at eliminating all work related injuries and illnesses, environmental incidents and sources of complaints from our neighbouring communities.
However, sustainability demands that we now move beyond these targets and develop new products and businesses that address the emerging challenges. Orica's vision is: No harm to people or the environment. It is a simple but significant aspiration and needs everyone within Orica to work together in transitioning to:
• carbon-neutral; • water-neutral; • zero-waste; and • environmentally friendly operations, products and services ...in a commercially responsible way.
Orica's two biggest sustainability challenges are climate change and water scarcity. We have a responsibility to address the risks of climate change and are working with our customers and suppliers to reduce our collective greenhouse gas emissions. Orica's goal of becoming carbon neutral is a strong signal that 'business as usual' is unacceptable. We have already made a contribution by becoming a member of the Australian Federal Government's Greenhouse Challenge program and by reducing energy usage and carbon emissions per tonne of product over the past decade. However, over the past year this trend has been in reverse, because of increasing demand for our most energy intensive products. The biggest contribution to reducing greenhouse gas emissions will now come from the introduction of new technology to reduce emissions of the greenhouse gas nitrous oxide at our ammonium nitrate plants. Orica has joined 2,400 of the world's largest companies in the Carbon Disclosure Project, an independent not-forprofit organisation uniting companies and shareholders in creating a rational response to climate change.
Orica is also a significant user of water.
A key target for all Orica's operations around the world, particularly our major manufacturing sites, is to reduce water consumption. Orica's Port Kembla plant in New South Wales, Australia is an example of the success we are having in this area. The majority of the wastewater produced on site is now being treated and re-used saving more than eighty percent of the site's current water consumption.
Our commitment to sustainability also demands innovative solutions to achieve zero net waste from our offices and operations combined with the development of more environmentally friendly products and services which meet expectations of our customers. A good example of such a product is a low-solvent paint called EnvirO 2 ™, created by Orica Consumer Products (OCP). OCP and its partners won a prestigious Banksia Environmental Award for a paint recycling program -one of many awards for environmental innovation that we achieved during the year.
Sustainability also requires a commitment to social responsibility and to meeting the expectations of communities around our operations and the broader communities in which we exist. As climate change and water scarcity are environmental challenges, AIDS is an immense health and social problem particularly in developing countries. In Africa and Papua New Guinea, Orica is working with local communities to provide health education programs and other practical solutions aimed at prevention. In a broader social context Orica has a company policy of noninvolvement in the manufacture of weapons.
Orica's success comes from the high quality of our people at every level. The Deliver The Promise high-performance culture empowers our people to contribute collectively and individually to Orica's drive to sustainability.
Along with all Orica employees I welcome the contribution of our other key stakeholders -communities, customers and shareholders -in joining with us and assisting in the achievement of these goals.
Graeme Liebelt Managing Director Orica Limited
Orica -who we are
We've been known as Orica for a decade yet we can lay claim to more than a century of expertise, superior service and innovative product development in our chosen fields.
Our commitment to leadership, innovation, quality and safety has seen us grow into a global Australian-based company with more than 14,000 people operating in around 50 countries and servicing customers in twice that number.
Orica is a multibillion dollar organisation, currently ranked in the top 40 companies listed on the Australian Stock Exchange based on market capitalisation.
We take pride in our ability to turn science into the solutions that satisfy basic human needs, and in our delivery of products, brands and services that can be trusted for their reliability, range and quality. Whilst end consumers are often unaware of it, Orica's role is critical in producing many of the things that people take for granted in their everyday lives.
At Orica, we aim to conduct our business in a sustainable manner. Meeting our environmental, social and community obligations is important -not only to us, but also to our customers and the community. 
Key OpeRatiOn aReaS anD MaRKetS SeRveD
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Industry partners in the Paintback™ program including -Simon Vandestadt, Rod Vockler and Christine Cussen from Orica -receiving the Banksia Environment Award for Eco-Innovation.
It is clear that to be successful in the future Orica must continue to grow and do so in a more sustainable manner. This will require continued focus on the efficient use of our own assets and working with our suppliers and customers to identify new, economically viable and sustainable business opportunities that reduce environmental impacts.
Orica consistently aspires to the highest standards of health, safety and environmental performance. We have built on a strong base of successive years of reduced work related injuries, incidents and improved efficiency in energy, emissions, waste and water use. Our performance is well regarded in the communities in which we operate and among industry peers, but Orica is aware that some of our activities have resulted in serious injuries and fatalities and some past practices have become unacceptable and left the business with significant remediation costs and reputational damage.
BUSineSS pURpOSe
Orica seeks to be among the best performers internationally in safety, health and environment (SH&E) consistent with the Company's aim to Deliver The Promise in all aspects of its activities. Orica's aspiration is to become a business that causes no injuries to anyone ever and does no harm to people and the environment.
DeLiveR the pROMiSe pRincipLeS
Since early 2000 Orica's Deliver The Promise (DTP) principles have emphasised the need for commercial ownership, creative customer solutions, working together and valuing people and the environment. The Board and Group Executive recognise that to achieve successful sustainable development Orica will be driven by economic, social and environmental goals -consistent with our DTP principles. Without doubt, sustainability presents a significant challenge for large, global and energy intensive organisations like Orica and our progress towards sustainability will engage and test the ingenuity and resolve of every employee.
Safety anD heaLth
Orica operates complex processes in a variety of regions to manufacture and supply a wide range of chemical products. The nature of our business requires the careful management of many different hazards -however, we remain committed to the belief that all work-related injuries, illnesses and environmental incidents are preventable.
While our recordable incident frequency rate is among the best in the world, we are concerned that we have not been able to translate this good injury performance into a business that is free from catastrophic incidents.
We have initiated a number of Expert Panels familiar with specific process hazards and technologies to provide a special focus on particular risks that have resulted in fatalities in the past. We hope that through the work and guidance of these panels we will identify new approaches that will be successful in eliminating serious injuries and fatalities from our business.
cLiMate anD eneRGy
As a major supplier to the chemical and mining industries, Orica manufactures products which involve energy intensive processes. Orica directly contributes to about 0.5% of Australia's non-agricultural emissions (i.e. industrial and energy use emissions). Orica also recognises that its products are indirectly associated with significantly more emissions generated through the energy sector.
In the past 12 months, climate change has become an area of increased focus and concern for both society and for Orica. We share a responsibility to address the risks of climate change and are working with our customers and suppliers to identify how we can best contribute towards reducing climate impacts, both within our own operations and across the supply chains we serve.
Consequently, Orica has set its sights on becoming a carbon-neutral organisation. This bold and aspirational goal signals our belief that we can no longer operate 'business as usual'. It means that we must be even more diligent about the way we use energy, investigate how we can make more use of renewable and lower-carbon forms of energy, look beyond our traditional factory boundaries to our industrial neighbours and communities to find ways of using waste energy and ultimately, when no other option is economically viable, consider off-setting our remaining emissions.
In pursuit of this aspiration, Orica supports the development of equitable, global policy frameworks that utilise the market, provide incentives for new technology and long-term predictability to address the risks of climate change.
WateR
Orica's operations utilise significant quantities of water -around 8.5 million kilolitres or the equivalent of 3,400 Olympic sized swimming pools each year. While not all of our operations are in water constrained parts of the world, we recognise the increasing importance of water security and the community's need for safe, clean water supplies.
Our Watercare business is directly involved with the treatment of water to ensure its safe use and has developed the MIEX ® technology to help improve water quality in specific applications. The major project to clean up contamination that has entered the groundwater at Botany has also provided Orica with an opportunity to displace potable water by using the recycled water in its own operations. Orica is also looking for suitable opportunities to supply a number of neighbouring industries with recycled water. In addition, Orica has felt the acute effects of water shortage at one if its largest sites situated near Gladstone in Queensland, Australia.
These experiences have provided Orica with incentive to maximise the efficient use of water and aspire to become a water-neutral organisation.
enGaGinG peOpLe Increasingly, Orica businesses are operating in more remote regions. This is presenting new challenges for an organisation that at its inception ten years ago was primarily operating in Australia and communicating in a single language -English.
Today we have a presence in around 50 countries and publish company news in twelve different languages. It is critical that we succeed in promoting our core values to customers and employees in these regions, while remaining responsive to their concerns about the future of the environment and the communities in which they live. We see our Orica's approach to Sustainability challenges social responsibilities as being complementary to our financial performance and a critical component of both our licence to operate in all regions of the world and our ability to attract and retain the best employees.
An additional challenge will be to identify the emerging environmental trends in each region and find ways to successfully grow our business with less environmental impact. This includes upholding tough environmental standards and transferring new technologies that reduce impacts to developing parts of the world.
SuStainability ViSion
In addition to 'no injuries to anyone ever', Orica aspires to become a business that does no harm to people and the environment.
This means a transition to:
• carbon-neutral; • water-neutral; • zero-waste; and • environmentally friendly operations, products and services …in a commercially responsible way.
Challenge 2010
In 1990 Orica commenced its 'Challenge' program with milestones it wished to reach, and preferably pass, in a number of key SH&E areas within five years. The program has been renewed every five years with subsequent Challenge programs. Orica is currently working towards its Challenge 2010 goals.
Orica recognises that Challenge 2010 is just a step along the journey towards sustainability. While the Challenge program has helped Orica to achieve significant improvements in performance and will continue to be the focus of our activities for the next few years, sustainability requires us to look beyond these targets and consider how we can develop new products and businesses that address the emerging challenges.
Already a number of priority activities have been identified in relation to resources and operational sustainability. These activities address our most significant environmental impacts and help us move beyond the existing targets to deliver a fundamentally more sustainable business. These activities include: 1. Nitrous Oxide (N 2 0) Abatement: The Mining Services business is assessing technologies that will enable a significant reduction in current N 2 0 emissions. Team has requested a sensitivity analysis considering a shadow price for carbon and water be included in significant expenditure proposals and contracts. 9. Lifecycle: Greater focus will be placed on understanding the full lifecycle impacts of a wider range of products. Wider use of lifecycle assessments will help show where reductions in waste, water and energy use may be made across an entire value chain. 10. Low-Impact: To help track progress and measure the value of a 'greener' product mix, a definition and measure for sales of low-impact products will be developed in conjunction with suppliers and customers.
As these actions are developed and implemented Orica will engage with its customers and the wider community to identify further priorities that will move the organisation towards its sustainability aspiration. • A 60,000 litre underground storage tank to store rainwater collected from the roof, to supply flush water to toilets reducing the reliance on towns water and water wastage. Stormwater will also be collected in a wetland pond where it will be cleaned by the action of wetland plants. The stored water will be used to provide site irrigation.
• All products used in the building have been selected to minimise volatile organic compound and formaldehyde emissions. All timber has been sourced from sustainable forests certified by the Forest Stewardship Council.
• Landscaping has been designed to accommodate climate change issues by utilising drought resistant plants.
Additionally, a sophisticated Building Management System for the office's mechanical and electrical plant has been incorporated, which will provide daylight control (ie. lights turned off when daylight provides sufficient light levels) and optimal use of energy to minimise the building's impact on the environment.
It is anticipated that the sustainable design and technologies being adopted within the new Dulux head office will save over 440 MWh of electricity and 420 tonnes of carbon dioxide per year (equivalent to the energy used by 20 houses each year).
caSe StUDy
New Orica Consumer Products Sustainable Corporate Head Office Constructed
Safety and health
New Orica Consumer Products Corporate head office in Clayton, Melbourne, Australia.
LeaRninG inciDentS
The Company continued its critical focus on the reporting and investigation of serious General Learning Incidents (or 'near hits and misses'), together with the close-out and review of corrective action associated with these incidents. These incidents are situations where no serious injury or damage resulted, however the potential consequences could have been much worse. Whilst such incidents have been reported and managed at the site level for many years, they are now a monthly performance metric in respect to investigation and action closure at the Company level in order to maintain the on-going focus on low probability-high consequence events (e.g. fatalities, fires, explosions, major chemical releases, etc.). • Reduce the number of serious distribution incidents involving our products (<12 Category 2+ incidents per year).
Review of these incidents for
• Reduce the number of serious site losses of containment (<4 Category 2+ incidents per year).
• No environmental licence non-compliances.
cheMicaL eMiSSiOnS
Orica reports specific chemical releases from its sites as required by local regulation and collates this data in the sustainability section of its website. Sites undertake to operate within permitted emissions requirements at all times and seek opportunities for reducing emissions were possible. pRODUct SteWaRDShip Product Stewardship recognises that manufacturers, importers, governments and consumers have a shared responsibility for the environmental impacts of a product throughout its life cycle.
LeGacy iSSUeS
For Orica, Product Stewardship involves considering SH&E impacts in developing products and introducing new formulations and packaging; looking at where the raw materials come from and stipulating conditions on the suppliers and during manufacture, storage, handling and transport. It means putting SH&E management systems in place to protect our employees, our plant and equipment, the community and the environment from damage. After the products leave our direct control and are distributed, sold and used by our customers, it means influencing the use of the product right through to its eventual disposal.
Orica businesses use a Product Stewardship Self-Assessment checklist to monitor their performance across the supply chain and plan improvements. Each business has an objective to attain a score greater than 90%.
Some of the activities undertaken to reduce environmental impacts and improve stewardship of products this year include:
• Selleys launched an improved nonmethylene chloride paint stripper as a safer alternative to traditional methylene chloride containing products. • hiv/aiDS One of the greatest global health challenges of our time is the AIDS epidemic, and Zambia in Southern Africa is badly affected by this crisis with an estimated 16.5 per cent of the adult population infected with HIV. According to the United Nations Report of the Global AIDS Epidemic 2006, there are an estimated 710,000 orphans in Zambia as a result of AIDS and if it continues at its present rate, about half of all youth now aged 15 can expect to die of AIDS. Yet, only 9.4 per cent of women and 13.8 per cent of men in Zambia have ever been tested for the virus. Orica's site at Zambia is tackling the issue head on and late last year held an AIDS education and testing day for employees at the site. Representatives from New Start provided the counselling and on-site testing to employees. Of the 64 employees who chaLLenGe 2010 MiLeStOneS • Reduce energy consumption: >15% per tonne of production.
• Reduce emissions of greenhouse gases: >35% per tonne of production comprising carbon dioxide >15%, and nitrous oxide >50%.
• Reduce water consumption: >15% per tonne of production.
• Reduce waste generation: >50% per tonne of production.
All sites consuming more than 2,000 gigajoules (GJ) of energy or 2,000 kilolitres (KL) anywhere in the organisation are required to report their energy and greenhouse emissions, water use and waste monthly into a company-wide reporting database. Smaller sites provide aggregate data every six months.
As noted in the 2006 SH&E Report: baseline, annual values and Challenge 2010 targets have all been recalculated to reflect the divestment of Incitec Pivot and the acquisition of the Dyno Nobel business.
In 2007, Orica joined the Victorian EPA Carbon Innovator Network to participate in industry-wide discussions on energy efficiency and emissions reduction opportunities. Orica already adopts many of the Carbon Management Principles proposed by the EPA, placing a high level of importance on timely and accurate measurement of energy consumption and emissions, setting intensity targets to drive ongoing improvement and encouraging programs to further improve efficiency (such as those activities arising from our participation in the Australian Greenhouse Office Greenhouse Challenge program).
The Carbon Innovator Network also provides Orica with an opportunity to develop ideas on reducing carbon emissions and promote the activities it has undertaken to improve energy efficiency and off-set product emissions to a wider audience.
The Carbon Management Principles help explain the relationship between energy use and emissions and provide an effective decision-making framework for reducing impacts in the most cost-effective manner.
eneRGy cOnSUMptiOn
The Company's energy consumption for the 2007 financial year was 5.22 GJ per tonne of production, representing a 5.5% increase over the 2004 baseline.
The Kooragang Island and Yarwun sites have increased production of ammonium nitrate due to strong demand, leading to an 11% increase in gross energy consumption over 2006. The energy intensive nature of these product means meeting the Challenge 2010 target will be extremely difficult in times of growth, regardless of the efficiency improvement that may be made in the process.
Kooragang island energy efficiency Opportunities initiative
In 2005 Orica volunteered to become one of 25 trial companies for the Australian Governments Energy Efficiency Opportunities (EEO) program. The program presented Orica with an opportunity to help achieve the 2010 energy reduction target, and to support its 'beyond compliance' approach to energy efficiency legislation.
As part of the EEO Program Orica conducted a trial assessment over a period of six months at the Mining Services site at Kooragang Island. The assessment identified over 70 potential energy efficiency opportunities including:
• Energy savings of 140,000 GJ per year, which is a 6 per cent reduction in nonfeedstock energy use across the site; • Greenhouse gas reductions of 9,520 tonnes of CO 2 e per year; • Further energy savings of 266,000 GJ per year; and • Further greenhouse gas reductions of 19,600 tonnes of CO 2 e per year. Again, increases in greenhouse gas emissions are related to increases in production to meet strong demand for ammonium nitrate.
Resource and Operational Sustainability
it Goes Green
Orica's IT department has recently reduced the number of Windows servers at its data centre. Using a new technology known as 'server virtualisation', the IT department consolidated the power and capacity of 49 of its servers in data centres into 10 servers. With this initiative in place, it is estimated that in three years roughly 1,000 tonnes of carbon dioxide will be saved through reductions in power and cooling. Orica is looking for ways to meet present and future needs with far fewer impacts. While we know some improvements will continue to come from within our operations, we believe that we will find many more opportunities in the supply chain by working together with our suppliers and customers.
WateR cOnSUMptiOn
In 2005 we created an index designed to measure the value we create over the direct impacts we generate. Value added is measured as gross margin and impact is a measure of our energy and water consumption, waste generation and emissions -indexed to 100 in 2004.
Our aim is to broaden this measure so that it includes the lifecycle impacts of our products, in addition to those we currently measure from our sites. This means including the impacts of raw materials sourced to manufacture our products and impacts arising from the disposal of our products after use.
Continuing to develop the Sustainability Index so that it encompasses the widest range of factors relevant to monitoring the sustainable supply of our products will provide a unique insight into the nature of our operations and help establish Orica as a leader in this particularly difficult area of sustainability measurement.
Orica is committed to conducting business in accordance with high standards of corporate governance and aims to be open and transparent with all stakeholders regarding its sustainability aims and achievements.
Information on Orica's approach to sustainability and general operations is communicated through a range of forums, publications and online sources. 
Stakeholder engagement
Gracefield Project Green
Orica's Gracefield site in New Zealand implemented a comprehensive approach to sustainability in 2007. Called 'Project Green', the sustainability program was initiated on March 1st 2007 to increase employee awareness of sustainability related issues, reduce waste generation, energy consumption (and emissions) and water consumption.
The program was not only adopted to promote sustainability awareness amongst staff and meet selected goals, but all activities undertaken as part of 'Project Green' had to be achievable, measurable and to be able to be implemented within a 100 day timeframe. Initiatives launched during the campaign include:
• Co-mingle recycling bins in staff cafeteria and office kitchens to save approximately 26 m³ of recyclable metal, glass and plastic per year • Insulation on hot water heating pipes to reduce heat loss and thus save energy • Office paper recycling • Change to a more fuel efficient fleet of cars • 200 free coffee mugs given away to replace the use of polystyrene cups, saving 45 kg of waste to landfill per year.
Additional sustainability activities in place at the Gracefield site include:
• A raw material container recycling system was initiated with a supplier that will eliminate 460 waste metal drums (over 8 tonnes of waste) per year • Over 65 tonnes of plastic, metal and cardboard was saved over the last nine months • Over 175 tonnes of waste solvent sent for recycling over the last nine months.
By adopting sustainability practices, including the recent 'Project Green' activities, Orica's Gracefield facility has reduced the amount of waste being produced by the site by 15% during 2007.
Staff members based at Dulux Gracefield also organised, with the Hutt City Council, a tree planting and beach clean-up day at Petone beach. More than 40 Dulux staff members attended the beach clean-up which involved removing weeds and moving sand to make a more effective planting area before planting 280 seedlings.
caSe StUDy
Gracefield employee Tim Chaning-Pearce planting trees at Petone beach, New Zealand.
the purpose of Orica's sustainability reporting is to provide shareholders with an overall picture of relevant aspects and results for 2007. We have endeavoured to provide information that is in accordance with sound reporting practice. it is not the intention to include detailed information at the site level. We have not sought independent verification of information contained in this report. 
